Abstract From 2010 to 2013-the years following the implementation of the Affordable Care Act-there has been a marked slowdown in premium growth in 31 states and the District of Columbia. Yet, the costs employees and their families pay out-of-pocket for deductibles and their share of premiums continued to rise, consuming a greater share of incomes across the country. In all but a handful of states, average deductibles more than doubled over the past decade for employees working in large and small firms. Workers are paying more but getting less protective benefits. Costs are particularly high, compared with median income, in Southern and South Central states, where incomes are below the national average. Based on recent forecasts that predict an uptick in private insurance growth rates starting in 2015, securing slow cost growth for workers, families, and employers will likely require action to address rising costs of medical care services.
OVERVIEW
For workers and their family members who are insured through employers, annual premium increases have far exceeded wage growth for more than a decade-with premiums rising three times faster than wages. 1 In every state in the country, from 2003 to 2013, the total costs of insurance premiums rose far faster than median household income. This issue brief follows a companion paper from The Commonwealth Fund that looked at national trends in employer-sponsored insurance over the same time period. 2 In state after state, this analysis finds that out-of-pocket costs for health care premiums and cost-sharing are up. The annual cost of workers' contributions to premiums has nearly doubled nationally and is up as much as 175 percent. Per-person deductibles have more than doubled in all but six states and the District of Columbia over the decade.
There is cause for optimism, however. The rate of premium and deductible growth slowed markedly in 31 states and the District of Columbia from 2010 to 2013, the three years following implementation of the Affordable Care Act. This slowdown came during a time when some critics had warned that health insurance reforms might increase the costs of health insurance for people with private insurance.
The recent slowdown in premium growth reflects a reduction in spending on health care services since 2009. Since 2010, changes under way in how health care is delivered and paid for may be further slowing health care cost growth by improving the way care is delivered.
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For more information about this brief, please contact: Sara R. Collins, Ph.D. Vice President, Health Care Coverage and Access The Commonwealth Fund src@cmwf.org which total premiums were 20 percent or more of median income (New Mexico, West Virginia) (Exhibit 3, Table 3b ). By 2013, 82 percent of the nation's under-65 population lived in states where total premiums are equal to or exceed 20 percent or more of median incomes.
Cost pressures are particularly acute in the southern United States where median incomes fall well below the national average in most states (Table 3a) . In 12 Southern states, average total premiums equaled 22 percent or more of median incomes (Table 3b) .
Despite the slowdown in total premium increases, the rise in premiums has still outpaced income growth for middle-or low-income workers. Median incomes in 2013 were only marginally higher than in 2010 in the majority of states (Table 3a) .
Workers Paying More for Less Protective Insurance Benefits
In an effort to reduce their own cost of providing health insurance, employers have increased the amount that workers contribute to their premiums and also to their health care, through higher deductibles and copayments. The result has been a rapid increase in employees' out-of-pocket costs for premiums for plans that provide less financial protection.
In 2013, employees contributed an average 21 percent of the total premium for single-person coverage, up from 17 percent in 2003 (Table 4a ). In addition, the total premium cost has increased, resulting in a 93 percent increase in the annual costs to employees for their share of health insurance premiums.
In 2003, employees' premium contributions averaged $606 a year for a single-person plan; by 2013 this had risen to $1,170 (Exhibit 4, Table 4a ). This amount ranged from an average of $751 in Hawaii, Washington, Oregon, Montana, and Arkansas to an average of $1,480 in the five states with the highest annual employee premium costs (Florida, New Hampshire, Delaware, Connecticut, Massachusetts). In 15 states, the annual costs to employees for their share of premiums rose by 100 percent or more from 2003 to 2013. Costs in Nevada, for instance, were up 175 percent.
Deductibles have grown both in proliferation and size. 3 In 2013, 81 percent of workers were enrolled in a health plan with a deductible, compared with half (52 percent) in 2003. The spread of deductibles to more employees occurred across all states (Exhibit 5, Table 5 ). At the same time, the average per-person deductible for employer health plans more than doubled, increasing by 146 percent from 2003 to 2013. In all but six states (Hawaii, Arkansas, Alabama, Mississippi, Wyoming, Louisiana) and the District of Columbia, deductibles doubled or more over the decade; they increased by more than 200 percent in nine states (Table 5) .
High deductibles are the becoming the norm. 4 In 2003, no state had an average deductible of $1,000 or more. The increase in deductibles has occurred for workers in both large and small companies, although workers in small firms face higher deductibles than those in larger firms: $1,695 vs. $1,169 (Exhibit 5, Tables 6a and 6b ). However, differences by firm size have narrowed over time as deductibles have increased rapidly irrespective of firm size.
Out-of-Pocket Costs for Premiums and Deductibles Rise as Share of Income
Out-of-pocket costs for insurance and cost-sharing-including workers' premium contributions and deductibles-are accounting for higher percentages of incomes in all states compared with 2003 (Exhibit 7, Table 7 ). Nationally, out-ofpockets costs rose from 5.3 percent of median household income in 2003 to 9.6 percent in 2013. By 2013, the combined costs as a share of income ranged from about 6 percent to 7 percent in North Dakota, Hawaii and the District of Columbia, to 12 percent or more in Texas and Florida.
Although the rate of increase has slowed in most states since 2010, the combination of higher premium shares and higher deductibles contribute to widespread public concerns about rising health care costs. For many workers and their families, the slowdown has not made a difference in their wallets. Indeed, for many people with employer health benefits, out-of-pocket cost burdens are consuming a greater share of income.
DISCUSSION
This analysis of state trend data in private employer health insurance costs from 2003 to 2013 finds a notable slowdown in premium growth rates since 2010 in a majority of states. Contrary to concerns that health reform might increase private insurance costs, our findings are consistent with estimates by the Congressional Budget Office and other researchers that found the early reforms would have only minor effects on premiums. The slowdown in cost growth nationally and in the majority of states since 2010 indicate that certain provisions of the law, such as allowing young adults to stay on their parents policies until age 26 and requiring coverage of preventive care without cost-sharing, have been easily absorbed in insurance markets. Further, other recent research suggests the law's focus on restricting administrative costs and profits-through a cap on the medical loss ratio-may have dampened premium growth. 5 More recent data indicate the slowdown has continued through 2014, with some positive news for 2015. The moderation in employer premiums is consistent with lower-than expected premiums in the Affordable Care Act's marketplaces for individual coverage in 2014 and moderate growth or decreases in many states in 2015. 6 Moderate growth in marketplace premiums is attributable to a number of factors, including the law's temporary reinsurance and risk corridor programs, the medical loss ratio requirement, and robust insurer competition in both years. 7 Still, the overriding factor behind the recent downturn in premium growth is the dip in health care spending since 2009. An analysis of claims data from employer coverage finds that during the recessionary years and continuing into 2013, workers and families reduced use of services, including hospital care and elective surgery. 8 Prices paid for hospital, physicians, and medications also grew more slowly. Widespread changes now under way in how health care is delivered and paid, stimulated in part by the Affordable Care Act, may be contributing to slower growth. These initiatives have targeted waste, duplication, and improving the way care is delivered with joint goals of better outcomes at lower costs. Most payment and delivery system reforms have primarily been aimed at Medicare or other public initiatives. The slowdown in spending per Medicare beneficiary has been dramatic; Medicare is now in its fifth year of slow growth. In the past two years, Medicare spending per person has flattened. In 2015-the second year in a row-there will be no increase in Medicare premiums or deductibles. 9 Costs per person for private insurance have risen faster than in Medicare since 2008 (Exhibit 8). Over the next decade, federal projections indicate that per-enrollee medical spending among the privately insured will continue to rise faster than in Medicare, increasing to an average of 4.7 percent per year from 2014 to 2023. 10 Concerns are mounting that the recent wave of hospital mergers and hospital acquisition of physician practices will result in higher prices paid by private insurers, regardless of the quality of care provided. 11 The higher prices paid in the United States relative to other high-income countries account for a large portion of the share of national income that is consumed by health care in the U.S. 
Private health insurance Medicare
Although the Affordable Care Act offers a platform from which to build, securing a more affordable future will likely require action beyond those reforms, focusing on costs of care, particularly for the privately insured. Analyses by MedPAC and others indicate that such initiatives should focus on prices paid by private insurers, as well as incentives to reorganize the delivery system to improve care experiences and outcomes.
The key question is how to slow health care cost growth in a way that benefits middle class and lower-wage working families-that is, keeping premium growth in check without eroding benefits. This will likely require concerted efforts that span the private and public sectors. The challenge to policy leaders will be to pursue reforms that improve the quality of health care, rein in cost growth, and ensure that savings are shared with patients and families across the income spectrum.
METHODOLOGY
This issue brief analyzes state-by-state trends in private-sector health insurance premiums and deductibles for the under-65 population from 2003 to 2013. The data on insurance premiums and deductibles come from the federal government's annual surveys of employers, conducted for the insurance component of the Medical Expenditure Panel Survey (MEPS). We also compare total premiums with median household incomes for the under-65 population in each state, using a weighted average of single and family premiums compared with single and family median household incomes. Income data are from the U.S. Census Bureau's Current Population Survey of households with analysis provided by Claudia Solis-Roman and Sherry Glied of New York University for the Commonwealth Fund.
The premiums shown represent the average total annual cost of private group health insurance premiums for employer-sponsored coverage, including both the employer and employee shares. We also examine trends in the share of premiums that employees pay and average deductibles. We compare average out-of-pocket costs for premiums and average deductibles to median income in states to illustrate the potential cost burden of each and the total if the worker/family incurred these average costs.
The tables provide state-specific data. This analysis updates previous Commonwealth Fund analyses of state health insurance premium and deductible trends. 
